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REPORT OF INDEPENDENT ACCOUNTANTS

To the Shareowners of AT&T Corp.:

Our report on the consolidated financial statements of AT&T Corp. and
subsidiaries has been incorporated by reference in this Form 10-K from page 39
of the 1997 Annual Report to the Shareowners of AT&T Corp. In connection with
our audits of such financial statements, we have also audited the related
consolidated financial statement schedule listed in the index on page 14 of
this Form 10-K.

In our opinion, the consolidated financial statement schedule referred to
above, when conside~ed in relation to the basic financial statements taken as
a whole, presents fairly, in all material respects, the information required
to be included therein.

COOPERS & LYBRAND L.L.P.

1301 Avenue of the Americas
New York, New York
January 26, 1998

..-.....- ..- - ------ --_. -------_. --------
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Schedule II--Sheet 1

AT&T CORP.
AND ITS CONSOLIDATED SUBSIDIARIES

SCHEDULE II--VALUATION AND QUALIFYING ACCOUNTS

(Millions of Dollars)

COL. A

Description

Year 1997

COL. B

Balance at
Beginning
of Period

COL. C

Charged to
Costs and
Expenses

COL. D

Deductions (a)

COL. E

Balance
at End
of Period

Allowances for doubtful accounts (b) ..... $ 994
Reserves related to business

restructuring, including force
and facility consolidation (c) $1,388

Deferred tax asset valuation allowance '" $ 166

Year 1996

Allowances for doubtful accounts (b) ..... $ 832
Reserves related to business

restructuring, including force
and facility consolidation (c) $2,092

Deferred tax asset valuation allowance '" $ 129

The Notes on Sheet 2 are an integral part of this Schedule.

$1,957

$
$ 48

$1,938

$
$ 39

$1,925

$ 481
$ 2

$1,776

$ 704
$ 2

$1,026

$ 907
$ 212

$ 994

$1,388
$ 166
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Schedule II--Sheet 2

AT&T CORP.
AND ITS CONSOLIDATED SUBSIDIARIES

SCHEDULE II--VALUATION AND QUALIFYING ACCOUNTS
(Millions of Dollars)

\

COL. A

Description

Year 1995

COL. B

Balance at
Beginning
of Period

COL. C

Charged to
Costs and
Expenses

COL. D

Deductions (a)

COL. E

Balance
at End
of Period

Allowances for doubtful accounts (b) ..... $ 611
Reserves related to business

restructuring, including force
and facility consolidation (c) $ 699

Deferred tax asset valuation allowance .. , $ 36

$1,613

$1,712
$ 109

$1,392

$ 319
$ 16

$ 832

$2,092
$ 129

(a) Amounts written off as uncollectible, net of recoveries.
(b) Includes allowances for doubtful accounts on long-term receivables of $49

$52 and $35 in 1991, 1996 and 1995, respectively (inc+uded in long-term
receivables in the Consolidated Balance Sheets).

(c) Included primarily in other current liabilities and in other long-term
liabilities and deferred credits in the Consolidated Balance Sheets.
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SIGNATURES

Pursuant to the requirements of Section 13 or lS(d) of the Securities
Exchange Act of 1934, the registrant has duly caused this report to be signed
on its behalf by the undersigned, thereunto duly authorized.

AT&T Corp.

By: M. J. Wasser
Vice President - Law and Secretary

March 26, 1998

Pursuant to the requirements of the Securities Exchange Act of 1934, this
report has been signed below by the following persons on behalf of the
registrant and/in the capacities and on the date indicated.

Principal Executive Officers:

Principal Accounting Officer:

C. Michael Armstrong

John Zeglis

Principal Financial Officer:

Daniel E. Somers

Maureen B. Tart

Directors:

Kenneth T. Derr
M. Kathryn Eickhoff
Walter Y. Elisha
George M. C. Fisher
Donald V. Fites
Ralph S. Larsen
Donald F. McHenry
Michael I. Sovern
Thomas H. Wyman
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Chairman
of the Board and
Chief Executive
Officer

President and
Director

Senior Executive
Vice President and
Chief Financial
Officer

Vice President
and Controller

By M. J. Wasser
(attorney-in-fact) *

March 26, 1998



" :". TeG Bundles Long Distance Service for its Loc...

IIJ~.s Teleport Communltatlon5 Group

September 15,1997

Contact:
Donna Suky, Media
(718) 355-2072

Nancy Huson, Investors
(908) 392-2154

TCG BUNDLES LONG DISTANCE SERVICE FOR
ITS LOCAL TELEPHONE CUSTOMERS TO
SATISFY DEMAND FOR ALL SERVICE/ALL
DISTANCE CARRIER

TCG offers "one-stop shopping" for local, Internet and
long distance service

FOR IMMEDIATE RELEASE

New York, NY -- releport Communications Group
(rCG//NASDAQ: rCGI), the nation's largest,
facilities-based, competitive local phone company, today
announced the availability of its new long distance service,
PrimeDistance , that will be packaged with rCG's
telecommunications service offerings making rCG an all
service/all distance carrier.

"rCG's latest offering is in response to increasing demands
from businesses for a single supplier of a complete range of
local, Internet and long distance services on a national
basis," said Bob Annunziata, Chainnan, President and CEO
of rCG. "rCG can now provide volume discounts on
high-quality local, regional toll, national and international
long distance and 800 service, all on one bill."

Annunziata noted that PrimeDistance will be available to
rCG's local telephone service customers initially.
PrimeDistance is rCG's first step into the long distance
market -- a market worth approximately $50 billion
nationally.

http://www.tcg.com/tcg/media/PRarchives/ldroll.html
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,', TCG Bundles Long Distance Service for its Loc...
..\

"ffbusinesses are satisfied buying a-la-carte services, TCG
will, of course, continue to market its broad suite of services
on that basis," said Annunziata. "TCG fully understands the
convenience and pricing benefits that drive one-stop
shopping requests from many of its customers, however."

Stressing the company's overall commitment to customer
service, Annunziata said: "TCG is listening to its customers
and quickly responding to the needs of a dynamic
marketplace. It's what we've always done; it's what we do
best."

Annunziata also noted that through substantial expansion of
its own fiber-optic networks, TCG will be able to use its
own network for long distance traffic.

For example, TCG's Northeast Corridor network will enable
TCG to keep a greater portion of its PrimeDistance traffic
on its own facilities. TCG's Northeast Corridor will connect
southern New Hampshire to northern Virginia. This corridor
is generally regarded as holding the highest concentration of
telecommunications traffic in the nation.

PrimeDistance is available to TCG customers in the nation's
top 24 markets: New York, New Jersey, Boston, Marlboro,
Providence, Baltimore, Cleveland, Chicago, Hartford,
Dallas, Detroit, Houston, Los Angeles, Pittsburgh, San
Diego, San Francisco, Seattle, South Florida, Philadelphia,
Indianapolis, Milwaukee, Denver, Phoenix and Washington
D.C.

Typical PrimeDistance features will include: national and
800 services, international long distance, directory
assistance, complete operator services and tailored billing to
reflect actual minutes of use -- the more minutes of use, the
more you save. TCG is the nation's largest provider of
competitive local telecommunications, long distance and
broadband wireless services for information-intensive
businesses in 57 major markets. TCG is currently in the
process of developing eight new networks.

Copyright ©1997-8 Teleport Communications Group Inc.

http://www.tcg.com/tcglmedia/PRarchives/ldroll.html
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''There are many developing solutions for IP telephOny. .
We should look at what's proposed, what's in ~velop

ment, and what the implications are for regulating this in
the 1arg~ international environmenL ••We don't know
'whatkindofservices can beofferedbasedon theseevolv
ingplatforms."

Amenca Online, Inc., applauded the FCC's confir
mation of the distinction between telecom and infonna
tion services~ But it cautioned that classifying the new
IP-based telephony services as telecom services "could
slow innovation in those new services."

Internet Access Coalition co-Chairman Rhett
Dawson urged "caution. The competitive Internet indus
try must not be threatened by regulations designed for a
noncompetitive marketplace."

The FCC's report to Congress didn't initially im
press JeffPulvel', president ofpulver.com, Inc. Along
time IF industry advocate who in a recent letter to Vice
President Al Gore Jr. recommended that the govern
ment create a separate commission to consider Internet
regulation issues (TR, April 13), Mr. Pulver told TR in
an April 13 interview that he was generally disappointed
by the report.

FCC Chainnan "Kennard comes across as a telecom
lobbyist," he said. The FCC, in Mr. Pulver's opinion,
doesn't understand the IP and, therefore, offered "stupid
regulation" for an industry it does not comprehend.

'''What I'm looking for is intelligent regulation. It's
clear•••that the same cannotbe said for the FCC," he said.
He said he wo~ld continue to try to get Mr. Gore'satten
tion on the issue, but he wouldn't say what his next move
would be in that regard.

~ Mr. Pulver's letter to the vice president also was sIgned
by the heads of lDT Corp:, VocalTec Communications,
and ITXC, Inc. It called for a commission to study IP
technology and suggest "appropriate" regulation for the
emerging in.dustry. , J

'I~L';1Ji anApril15 news release from the VON Coalition,
however;'Mr.Pulver said thecoalition, which he founded,
wIS;c'pleased that the Commission did not take a prerna
ture'Pbsition on the legal classification of Internet 'VOice
applications:' It-is important to the'economy to keep the
U.S.·in the lead in technology. ' ,:-~ .. ; ~.

.' '.The,J,P:" as ,well.as the OintonlGore admiWstta'!,
',' tion and ~y '~mbers of Con~sS, have reCo~

. &1 v81tib of the .'~ternet and'theSe applications in~~
'\ (ltffi~'this;U:S:I~eBb(:'hesaid." 'i' ,u~~;;. rn '

\.-,"Ii",'r:··~·{ .~ ,-, ""', )"~.. ; ·-.P ..t ..··r.. .. , '. . ,r"'~' 7:'f~'
":.·>~~h~:vbN.~tio~~as'f9~~oyears~.~~·
:~:~vocate~!~q~10~~Jn~111~t~ces(~~J

3

March 25, 1996)"The Coalition's ~jncbiClesrepe:.
sentatives of Cisco Systems, Inc., Dialogic Corp..)ntel
Corp., Lucent Thchnologies, Inc., MicrosOft Corp;, and
VocalTec Communications, Inc. nI

Sprlnt:- MCI-WoridCOt:r1.~I M8y
Spark Internet Consolidation

If regulators allow MCI Communications Corp. and
WorldCom, Inc., to consummate their planned merger
withoutdivesting one oftheir Internetbackbone holdings,
other carriers in the Internet backbone business likely
would have to consider merging as well, according to
Sprint Corp. officials.

At aWashington press briefing last week, John Hoff
man, senior vice president-extemal affairs, said the com
pany didn't oppose the proposed merger of MCI and
WorldCom outright. But he aired concerns about the pros
pect of the merged company's controlling about 60% of
domestic Internet backbone traffic (TR,Jan. 12andMarch
16). Sprint now is one ofabout ''five or six players" with
approximately equal market shares in the Internet back
bone business, Mr. Hoffman said.

Allowing the combination of the Internet backbone
assets of MCI and WorldCom would "force us to do
something," said Mr. Hoffman. "Either we'll have to
get bigger or get smaller•••We'll probably get bigger."
Ifregulators "don't like thatprospect"ofincreasedConsoli
dation, ''they'dbetter stop it now,'; he said.' .

. ,

, The Press briefing was held as Sprint executives met
in Washington with FCC COmmissioners and their staffs,to
diSCUSS the status ofcOmPetition in localexchange~.

. , \ . .
Richard Devlin, Sprint's general counsel and execu

tive VP-extemal affairs, said the comp3J1Y told the FCC
that.it was !'doing a good job" in evalUating.Bell com
panies' bids to provide in-region interLATA (1.9'81 access
and:transport area) serviCes. Despite;thcfpolitical pres
sure to approve a Bell companyapplication.to providethe
services, th~FC:9 "has to hang~ and do the r:ig~t thing,"
he said., -.. ' . 'I: 'J~fl .~"'.;:.:, __ :--; '::

, " :.:.oMr.Devlin added that Sprint woUld announar"rela·'
tively shortly" its plans for·laUnching competitive local
exchange 'camer (CLEC) operations taJietllig nuirlcets
served by other incumbent local carriers.. (Sprint owns
an90perates~~~tel~hoDe~~in.l9states.)
~~g its.,GLEC venture, Mr. ,Devlin.said only that

, SPmlt ~,as;~nsidering ~~altemative-plans.that Cq,lktpo-'
.v¥te,an ecoJ'I9miG SQlution;.~ toenteringl~ eJtChangetlDlr":" I

, ketswhile~~erentia$g";it f(Om othercarriers;~IJ .qm
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FOR RELEASE TUESDAY, MARCH 3,1998

AT&T proposes bold new initiatives to eradicate slamming

Recommends tough, uniform anti-slamming measures be implemented nationwide
"

NEW YORK -- AT&T today announced it has undertaken bold new initiatives to eradicate
"slamming," the fraudulent practice ofswitching consumers from their preferred communications
company without their consent.

"We want to eliminate slamming from our industry and are taking the steps today to do so," said C.
Michael Annstrong, AT&T's chairman and CEO. "We will work to preserve choice by doing what is
right for consumers.

"As the industry leader, we have zero tolerance for slamming," said Armstrong. "That is why we are
also announcing today three tough new measures to ensure that our own house is in order."

• AT&T will voluntarily and unilaterally suspend the use ofoutside sales agents for consumer
marketing efforts at local community events. AT&T has discovered that these vendors
generate an unacceptable level ofcomplaints. The company will not resume use ofthese
vendors until we are comfortable that they can meet AT&T's zero tolerance policy toward
slamming.

• AT&T has established a slamming resolution center 1-800-538-5345 to provide dedicated
service representatives 24-hours a day, seven days a week to resolve any consumer slamming
complaints involving AT&T. The center is committed to resolve most consumer slamming
inquiries on the first call and any that require further investigation within three business days.
The center's capabilities will be expanded to handle business customer slamming inquiries on
April 1. .

• AT&T will charge companies that resell our network facilities for the cost ofhandling each
valid customer slamming complaint they cause. AT&T will also step up its monitoring of
those companies' marketing practices to ensqre that they are not misrepresenting themselves as
AT&T.

"These extra steps, which go above and beyond current industry practices, will give consumers an
added level ofprotection. We believe our entire industry should take this approach as well,"
Annstrong said.

Public policy makers in Congress and in the states have been increasingly concerned about
slamming. AT&T hopes its actions today will be constructive as Congress continues to address this
issue. That's why AT&T is calling on the FCC to use the authority Congress gave it in the 1996
Telecommunications Act to put in place the following industry-wide safeguards:

http://www.att.comlpress/0398/980303.csa.html 4/8/98
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• The requirement that all changes in local, local toll, and long-distance service for resi~tial
customers be verified by an independent third party before they can be processed. This
verification now occurs only when communications companies call customers to solicit their
business. AT&T is proposing that verification also take place when customers themselves
initiate the call, submit a signed fonn requesting a change in service, or agree to have their
service switched while attending a local event in their community. AT&T will begin to
develop the systems and training necessary to implement third-party verification on all
residential carrier changes, following FCC adoption ofnationwide rules.

• The implementation ofstricter anti-slamming rules for the communications industry,
including rules involving compensation to companies whose customers have been slammed.
We propose a stiffcarrier-to-carrier penalty of$1,000 per valid slamming incident.

• The tightening ofFCC rules on third party verification to prevent unscrupulous carriers from
using scripts that mislead customers as to the identity ofthe carrier actually soliciting their
business.

• The elimination of local telephone company control over the processing ofchanges to local,
local toll, and long-distance communications services. This could be accomplished by setting
up an independent company to handle such changes. This measure will take service change
activities out ofthe hands ofthe local telephone companies, which have a vested interest in
maintaining their monopoly position.

Since the early 1990s, AT&T has been in the forefront in condemning slamming and fmding ways to
eliminate this industry problem. Based on the most recent FCC studies, the company's perfonnance
is the best in the industry. AT&T has also coordinated several consumer education campaigns on
slamming over the last decade that has reached consumers in eight languages.

._-~

Editor's note: AT&T Chairman and CEO C. Michael Armstrong will bold an audio news briefing at 11:00 a.m.
EST today. Reporters in the United States wanting to join the teleconference can call 1-800-260-0718. Beginning
at 1:30 p.m. EST today, a rebroadcast 9fthe audio news briefing will be repeated for 48 hours at 1-800-475-6701,
access code 381490.

For more information, reporters may contact:

Karyn Vaughn-Fritz
908-221-7974
kvaughn@att.com

Ruthlyn Newell
908-221-2737
ruthlvn@att.com

For information about services AT&Tamp;T offen, customers should visit:

AT&Tamp:T Business Services
AT&Tamp;T PrePaid Card Center
AT&Tamp;T Online Consumer Catalog
Telecommunications and Public Policy

KEYWORDS: competition, long-distance, fcc, telecommunications act, consent, verification
fraud - ,,'

\-

AT&T News Online IPress Archive IAT&T NewSIoom ISearch Press Archive ICustomer Service IPAOs
AT&T News Onli?e Section Editor / Rita. T. Ullrich@att.com

http://www.att.comlpress/0398/980303.csa.html 4/8/98
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• Commercial Impact Uncertain

'FRENCH SPACE FIRMS TO FORM JOINT VENTURE UNDER THOMSON RESTRUCTURING PLAN

Fttncb KOyt. Mon. proposed restrueturioK plan for state-owned defense electronics c~mpany Th?msOD CSF that e
would result in new entity combining Thomson, Alcatel Espace & Defense and Aerospatlale's satellite manufactur-
ing business. Joint venture would pursue mili~ and comme~cialcontracts, ~lcatel spokesman in P~s said Tues.,
but precise impact of transaction on commercIal markets won t be known u~UI after new year. He sa.ld govt. and
Thomson will retain 30-35% of new company, Alcatel about 20%, Aerospauale about 10%, and publIc markets re-

maining 30-35%.
Aerospatiale s.p<>keswoman. §.pAAkinK Tues. from Les Mureaux hq, said govt. outlined tenns of deal, but industry

still needs to work out details. "The next step will be for the companies to negotiate the industrial setup." She said
companies need to determine value of each other's contributions. "The government has announced what it wants to
do, now it's a matter of resolving the business issues," she said. Matra Marconi also had bid to be partner of restruc
tured Thomson. With Alcatel joining up with Matra rival Aerospatiale, observers say Matra could be forced to go
outside Europe (possibly to Loral) for satellite payloads.

Alcate1 will be free to choose contractors besides Aerospatiale for satellites, Alcatel spokesman said. "This is not
an exclusive partnership," he said. Alcate1 constructs satellite payloads, while Aerospatiale builds satellite buses at
its facility in Cannes and Matra in Toulouse. Alcatel is expected to be named prime contractor in SkyBridge project,
but spokesman said that doesn't mean Aerospatiale will be selected automatically to build constellation. Loral,
which manufactures spacecraft in Cal., also is investor and partner is SkyBridge project.

New joint venture. whicb hasn't been named, will result in stronger Thomson, as well as stronger partners, Al
catel spokesman said, especially for defense applications. Commercial telecom activities and potential new business
"needs to be evaluated," he said. "It's premature to say how this will work out." Joint venture would have advantage
of combining Thomson's ground station capabilities, Alcatel's payload expertise and Aerospatiale's Eurobus space
craft in one company, Aerospatiale spokeswoman said. "The objective is to make the companies more competitive."
Source in French govt. said decision was based more on military needs than commercial considerations. "The [So
cialist] government thinks the military is more important than the commercial sector," he said.

Ameritecb .Profits Rise

SPRINT PROFITS FALL 32% AS GLOBAL ONE AND PCS COSTS CONTINUE TO EXPAND

Sprint 3rd-guarter profits dropped 32% as share of losses from Global One joint venture and PCS partnership ex
panded significantly, offsetting increased long distance volume and local access growth, company said Tues. Sprint
management also disclosed wide-scale review of Global One operations, with partners Deutsche Telekom and France
Telecom, which executives said should improve operating expenses. Sprint also said it halted "active marketing" of
competitive LEC (CLEC) services in Cal. until regulatory issues are clarified. Ameritech said profits rose sharply on
"vigorous" customer demand and double-digit increases in cellular, paging, access min. of use.

Sprint income plunKed to $211.7 million (49¢ per share) from $312.4 million (72¢) year earlier, with Global One
and PeS losses increasing to $227.9 million (-35¢) from $71.8 million (-1O¢). Losses from other new businesses
al.so hurt profits. company said. Wall St. analysts had expected Sprint to hit 51¢-per-share mark for quarter, based on
FIrst Call consensus. Revenue increased 7.9% to $3.79 billion from $3.52 billion. CFO Arthur Krause said Global
One losses are expected to continue for up to 18 months. Current review, he said, "will result in infrastructure im
provements and lower operating costs." Unit had $280 million in revenue in quarter but "bottom line progress fell
below expectations," he said. Losses increased to $41 million from $24 million last year.

BuildinK nationwide PeS network remains on scbedule, Krause said, with first phase of network -- covering 65
markets -- scheduled for completion by year-end. Costs to acquire subscribers and revenue per subscriber "were
within our range of expectations," he said, but he reserved further comment until after 4th quarter, when demand in
creases. Build-out costs also "met expectation," he said. Share of losses was $187 million vs. $136 million in 2nd
quarter this year as costs to acquire customers and expand coverage area increased. "We will see another significant I
increase... in dilution from PCS in the 4th quarter," he said. '

CQre businesses improved. with 100& distance call volumes increasing 14%, revenue 8.1% and access lines :;.6%
to 7.4 million, company said. Long distance revenue reached $2.25 billion from $2.08 billion as residential, small
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I and large'business segments posted "outstanding perfonn~ce" in quarter.~~orsee, pres., Long Distance unit,
said some growth in international traffic reflected end of Fndays Free promotion 10 some markets, ~though program
remains popular for many U.S. companies. Data traffic increased 6% from last year and company IS on track to have

, . 80% of traffiC on synchronous optical network by year-end.

Local unit revenues Were UP 4,2% to $1.34 billion as access lines and new vertical network service revenue in
creased. Mike Fuller, pres., local unit, said revenue from enhanced services, such as caller ID, jumped 25% from last
year, and access min, of use rose 7%. FCC access refo~ order is.s~ed July 1 ~ut $8 million from local.unit revenues
in quarter. Toll revenue fell $17 million in year, reflectmg $15-mIllIon reduction from shutdown ofUmted Tele
phone long distance operation, Fuller said.

Ads and marketine for Sprint's Cal. CLEC operations have been suspended, Krause said, "until such time" as
rules for resale and unbundled network elements "become clear" and company considers "economics" to "support
mass.marketing" of CLEC services. "We are gaining valuable information about customer preferences from about
20,000 residential resale users," he told analysts in conference call. Company continues to operate with existing cus
tomer base, he said.

Amerltech Profits Rise

Ameritech profits increased 18,1% to $613 million ($1.12) from $519 million (94¢) year earlier, but results in
cluded $37 million (7¢) after-tax gain from sale of 12.5% interest in Sky Network TV of New Zealand, Without
gain, income rose 11% to $576 million ($1.05) and exceeded Wall St. forecasts of $1.04 per share. Revenue gained
7,6% to $4,01 billion from $3.72 billion. Company didn't break out revenues by segment, although it reported in
creases of 3.3% in access lines to 20.2 million, 11.6% in network access min. of use, 30% in cellular subscribers to 3
million, 34% in paging customers to 1.4 million.

Demand for services "is Yiiorous," Chmn. Richard Notebaert said, and company has expanded in security moni
toring and cable TV to satisfy customers. In cable TV, he said 53 franchises in Ill" Mich, and Ohio have reached
communities with 2.2 million residents and are signing up one of every 3 households where service is offered, Secu
rity monitoring business also has expanded with acquisition of monitoring assets from Republic Industries and Rol
lins Inc, SecurityLink has one million customers in 92 U.S. cities, company said. Construction expenses in quarter
were $652 million vs. $657 million last year, but for year increased to $1.83 billion from $1.68 billion.

COMMUNICATIONS PERSONALS

Patrick Vien promoted to pres.-COO, N. American TV... Lee Lam, ex-Pacific Star Communications, ap
pointed COO, Millicom International Cellular... Larry Wasielewski, ex-Wedgestone Automotive Corp., named
pres" Integrated Wireless & Digital Vehicle Aftermarkets Products, new unit of Applied Cellular Technology...
Kevin Brauer advanced to pres., national integrated services, Sprint, succeeding Wayne Peterson, retired...
Charles Stees, ex-Lockh·;d Martin Telecommunications, appointed vp-CFO, Lockheed Martin Intersputnik...
Paul Haggerty, ex-American Sky Bcstg., becomes exec. vp-CFO, Fox TV... Ed Ely promoted to dir., access net
works business unit, Siemens Telecom Networks... Lewis Wilks, ex-GTE Communications, appointed pres., busi
ness markets, Qwest Communications... Donald Steely, ex-All tel Mobile, joins SpectraSite Communications as
vp-industry relations; Thomas Mackiewicz. ex-SBA Communications, named regional vp-sales; Donald Ander
son, ex-Nynex, named vp, SpectraSite Development, Tower Construction Div... Paul Gremaud, ex-MCI, ap
pointed vp-sales, American Mobile Satellite... Norman Kwong promoted to vp-technology, Ortel... Robert
Stengel, senior vp-programming, MediaOne, resigns at year-end after deciding not to relocate to Denver from Bos
ton (CD Oct 8 p9).., Patrice Glenn, ex-Lucent Technologies, appointed dir,-employee communications & corporate
affairs, NBC", Tom Doerr, news dir., WPLG Miami, elected chrnn" ABC Affiliate News Dirs, Advisory Board...
Changes at TBS Superstation Research: Andrew Miller, ex-KTXH Houston, named project mgr.; Jane Glasgow
and Angel Cretegny promoted to senior project mgrs... George Gerbner named Bell Atlantic Prof. ofTelecom
munications, Temple U... Gayle Garrett, ex-KSWB-TV San Diego, becomes sales mgr., KBHK-TV San Fran-
cisco... Alfredo Duran, pres,-publisher, Exito magazine, appointed vp-managing dir" WYHS-TV Hollywood, Fla.,
Miami, Nov, 10... Cornelius Brosnan, vp-strategic planning, Sprint PCS, appointed to board, American Technol
ogy Corp.., Eileen Murphy, PR dir., New Yorker, rejoins ABC as dir.-media relations, ABC News, Oct. 20... FCC
Events: Comr. Ness addresses Wall St. Journal Technology Summit Oct. 15 (today), Marriott World Trade Center,
N,Y., 12:30 p,m.; Commission holds N. American Numbering Council meeting Oct. 21, 1919 M St. NW, Room 856,
8:30 a,m.-4:30 p.m.
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Mel PRESS RELEASE
"LOCAL PHONE MARKET REMAINS MCI'S NUMBER ONE
STRATEGIC OBJECTIVE FOR 1998 AND BEYOND"
01/22/98

Jamie Depeau FOR IMMEDIATE RELEASE
MCI
1-800-644-NEWS

LOCAL PHONE MARKET REMAINS MCI'S NUMBER ONE STRATEGIC
OBJECTIVE FOR 1998 AND
BEYOND

MCI WorldCom Merger Best Way To Fulfill Promise Of The Telecom Act

WASHINGTON, DC, January 22, 1998 -- MCI President and Chief Operating Officer
Timothy F. Price today announced MCI will focus its resources and investment
into the local phone market exclusively through a facilities-based approach.

"We'll go with the only business case that makes economic sense," said Price.
"We'll build facilities to businesses first - then leverage those switches to
provide local service to residential customers where it's possible and where
local loops are affordable."

In an address to members of the National Press Club discussing the changing
telecom climate since the passage of the 1996 Telecommunications Act, Price said
, "spending money on resale, or where network elements are overpriced, is not an
investment. It's throwing money down a rat hole."

Price added that as long as the current regulatory environment continues, MCI
will not offer resale service to any new residential customers. He reaffirmed
however that MCI will continue to service its current base of local residential
customers.

http://www.mci.com/aboutyou/interests/publicpol/press/980122.shtm1 6/3/98
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Price described the MCI WorldCom merger as the best way to fulfill the promise
of the Telecommunications Act of 1996 and bring to all Americans choice for
their local phone company.

"Our proposed merger with WorldCom is the very best hope for competition in the
local market because it increases our speed and ability to bring local
competition to business and residential customers," said Price.

Price called for an end to the incumbent monopolies' egregious overpricing of
resale and network elements. He said the monopolies have garnered huge profits
from local networks bought and paid for by captive local phone customers who
have no choice but to enrich local monopolies' coffers.

"The problem isn't that local service is an unprofitable business," said Price.
"It's terrifically profitable for the local monopolies who enjoy those 40-plus
percent margins. However, they've managed to ensure that the business is not a
profitable one for new entrants, who don't have government protected territories
, who don't have guaranteed revenue from access charges and can't charge
exorbitant one-time fees."

Noting the upcoming second anniversary of the Telecommunications Act, Price
emphasized that "the Telecommunications Act can't be successful until new
entrants can be successful in local markets."

Price said one of the most important reasons MCI agreed to merge with WorldCom
was the ability to expand the company's reach into the local phone market. Upon
completion of the MCI WorldCom merger, MCl's local presence will triple -
bringing from 31 to 100 the number of markets the merged company will be
facilities-based.

"WorldCom is the ideal partner for a company determined to become the number one
competitor in facilities-based local service," concluded Price. "The approval
of the MCI WorldCom merger will be the first real step to genuine competition in
local markets."

Copies of Price's remarks can be obtained through MCl's News Bureau, 1-800-644
NEWS.

MCI, headquartered in Washington, D.C., offers the industry's most comprehensive
portfolio of communication services. With 1996 revenues of$18.5 billion, MCI
ranks as one of the world's largest telecommunications companies. MCI is also
the world's second largest carrier of international traffic and operates one of
the world's most advanced Internet networks. Since its founding in 1968, MCI

http://www.mci.comiaboutyoulinterests/publicpollpress/980122.shtml 6/3/98
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has been a leader in bringing the benefits of long distance competition to
businesses and consumers and is now leading the charge to open U.S. local
calling markets to competition. On November 10, 1997, MCI announced a
definitive merger agreement with WorldCom, Inc. to form a new company called MCI
WorldCom.

###

_L...--__III
CODyright 1998. MCI Telecommunications Corporation. All Rights Reserved. The
names, logos, taglines and icons identifying MCl's products and services are proprietary

marks ofMCI Communications Corporation.
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TCG Completes Acquisition ofAce Corp.

I':IS.~ TelePort Communicationl GI'OIIP

TCG Contacts:
Nancy Huson, Investor Relations
(732) 392-2154

Roger Cawley, Media
(732) 392-2122

ACC Corp.Contact:
Michael R. Daley
(716) 987-3175

TELEPORT COMMUNICATIONS GROUP INC.
COMPLETES THE MERGER WITH ACC CORP.

For Immediate Release

Dayton, N.J. April 22, 1998

Teleport Communications Group Inc.("TCG")
(NasdaqlNM:TCGn announced the completion of the
merger with ACC Corp.("ACC") (NasdaqlNM:ACCC)
effective today. ACC is a provider of competitive
telecommunications services in the United States, Canada
and Western Europe with annualized revenues in excess of
$452 million and total assets of over $328 million.

The merger was a stock-for-stock transaction with an
exchange ratio of 0.90909 of a share of TCG stock for one
share ofACC stock. The total value of the transaction is
approximately $1.1 billion.

"We are very pleased to have executed this merger on such
a timely basis and we welcome ACC to the TCG family,"
said Bob Annunziata, TCG's Chairman, President, and
ChiefExecutive Officer. "This compelling strategic business
combination will significantly strengthen the competitive
position ofboth companies and broaden TCG's presence
domestically as well as internationally. The completion of
the merger brings TCG's metropolitan statistical service
areas (MSAs) to 82 from 65 at year-end 1997. TCG and
ACC have made significant progress in integrating our

http://www.tcg.com/tcg/media/PRcurrent/accclose.html
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TCG Completes Acquisition ofAce Corp.

teams to ensure a smooth transition, and we expect to
continue with our entrepreneurial culture, commitment to
our customers and excellent financial performance."

TCG is the nation's first and largest provider of competitive
local telecommunications services, selling both fiber optic
and broadband wireless facilities to serve information
intensive businesses with an array of advanced voice, data,
video and Internet services.

This press release contains forward-looking statements that
involve risks and Wlcertainties detailed in the Company's
SEC reports and registration statements. Actual results may
vary materially.

Copyright ©1997-8 Teleport Communications Group Inc.

http://www.tcg.comltcglmediaIPRcurrentlaccclose.html
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Teleport r s CFO John Scarpa.ti made a present:a.e1on at:. J. P. ~.a 1997
GJ.obIL1 :l!:i.gb. Yield 0XIferea.ce 1:D. !lew York .,...eerday, sepc:.~ 4. Tbe
~c. p:resente.t:1on oonfi1.:uled our view that Teleport is one of Che :best
posil:iooed~ _ 'rbe eoctel1t of the presentation ~ocu::sed Ott the
~.s mzmy IM:'ket: oppor't:=U.tiee ~ the 'lj.S. teleC'CCD ~t%:y.

~ :believe$ el'tat loc~ switd1ed se::v1ces will com:1mle t:o be
Teleport •s prilDlilry source of ~owth cmd ezpceta both. rc:venaes and EBITDA to
ccat.tzme their ~1ci ec:pamr.iCQ. Telepo.'r:t; receDcly coq>leted its
acquisition of Baste:m TeleLogic (a 1'b.1ladelp~a-bilsedc:LKC) aDd <:::BRl"net (a
Tier 1 In~ .e:cv1ce NoviQer), and 15 in the P:oces& of f~izing its
.c::qaisition of BizTel (a 38 GHz c:::r.ac:>. T&leport pla:as to expand it:&
~iODing of Inl:.1!Irtlat ~;r;vi~. to more cities m1Cl i6 expected to roll
~ tts :Long cU$t~ Rrvice$ in the secODd half of tb1s year. furtilez:
flIel~ growth _ Bovever we: are lov4tring C'l:' l!i97 EPS es~i.mll.tes to
$(1.2&) from $(l.2~) ~ ~ 1998 BPS ~~te$ ~o $(1.70) from $(1.05) to
:reflect the <lil~tL~ 1l1pGlCt of 5RK:b. DeW serv.icc i:J:lj,t;~1;;i""$- In spiee o~

t.be roIlY~s, we coc.t11me eo believe tbitt the stoCk"a cu::r:rent
valuatiou fair3.y :re£leotc 1:.ba OClUlJ?any" s strengt:bs and oppott=itie8.
we therefore maint~ our MARKET PEIFOBMBlt radng CD t;he SLock. TM:~

could 'tie further upside 1:.0 che curx-enc st.ock price on '1"elepon t ~ takeout
~i.a.l..

JIOta1)l.e: hi~h1.ighl:.a of the presentation included:

Local sv1tehcd servf.CM; CCXU:i:o.ue to he oajoX' srowtb driver -
MimagemEmC ~:iiF 1.<X21 switched lM:Z:"V"S.QM t.Qoa~ for about sOt of
'l"e1.epQn'. r IP total 1.998~~ ~ ~rom t:.he e$ti-.t8d. 43' in 1997. 'ro
QJpt\Jn: thisr~~ o,ppo:rt:.UD1.t:y, T.1eporc bas been ewe-ming
i~ gCOogX'&pZ:ti.c: c:<:W8rage. leveraging' the use of both fiber aod wireless
te~Qlog1e$. aQCl U$Ukg vari¢U$ marketing and distr1bution channels. 'Ibe

-- PDS'r CALL - OR CALL --
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0C"ftJ?"'JY ~ been 1IIOVixlg ftd<:Nn Qarlcet· ud market:i.ng' ~o sealJ. ~ me<!1um
Rae<! ~ioe.ses,~ exp«06ing- the si.e of its addressable~ •
.1.1.80, tbe bulJt of 1"elepcx:t P s ~02.00D acceS$ l~ is on-Det, providi:n.g
superior 1N!%g'iftS tblm reMle/uD~maled loops. We believe that Teleport i8
vell-p08it:Lcaed to capiell1.ize en I:he many :cew:::aw: oppoLtUDit1as in £.be
1~1ngly deregulaCed loeal. -.:rut..

·Lil.unch of 10l:l.g distaD.ce services - Tel~ p"~ eo la:unch service
in t:lJ8 seccmd half of drl.s yellX'. SUCh -=::vices will be t&X'geted primatil.y
t.D ...:11 aad 1r8diam-size(l bu$iDe~ tbac po:ef*:r Co pm:c:balile integrated
1:elecJClat serviOE$. The intr(l6u¢UOD o£ 1~ distanoe 5ernOQS makes
K%'ategi,c 8c.=sc .£zt.ec it~ CGly~ O\lt Teleport·8 service portfo1io
..,.~ ~ h.t.g!:l1y eclIIIPJ.emene.ary pt'OCiuct to ;Lts CUrJ:m1t orfer:i:Dgs. ~ al80
_lps to better leverage t:.he cc.p:my·s De1:~ U$C1:.S. Teleport. is
~ed to prtWide loog distaDoe .erv1aaa a).0Il9 iU (IiIlIm. f ..eilit:les wit:h1n
~oae. wbe%l8 lee rae~ U'e' roJ:lQIt.ly ~e1. ~ Z'e5Jions i.n.clude
the :8 Cox'ridoar.~ fXOlft Hew JIampsh:1re eo Virgini.a. tb8 Z'e9ions
'betweeQ. Loe ~ple8 GJd San Diego, im.cl l::Ietwaa:a. M:I.lw&\2kee ~ one-go.
othBr lCD'l haul servica will be p~ded on a resale bas.iS.

bceCt aoquJ.s:Lticms add new products and ~ces - %be acqaisit.ion
of :s-tm:n '1'eleLogic completed Teleport's lIE Corridor BCrEegy, allow1ng
're1epott. to Ccmleet 11:$ necworks tJ:all :sew lluplhire co Vi.~a_ Teleport
aao r.Q8lLtly adda<l Internet services eo iu proc!uct: ot'feriDg$ e~ its
~itic)ti of S~ D.i~-l:>NeClc.uJDee. Te~epo:t:t hu 1aunebe6 ~t·&
:tD.ee:z::aet:. serri.ces m 1.$ cities I~ ehe eotaJ. c:umber of cit:1ea~
to 22. Teleport plans to roll out its Inte7:Uet services to 1.t~~
markets. separately '!'eleport iIJ iD tbe proc:ree& of aoqa.:1ri::ls the remaining
S1t o~ :tiz:.Ta1~ it did n~ a1.~ 0Im_ 'Ibe 38 GKz wireless J.OCiU
accee& techa.ology provides an aJ.t.e.mac.ive to fiber for local loop b)opa$$_
BizTel cu:rently serves a~1Il&t$1y 206 ~apb.:i¢~. '!'he
ac:qW.sit:i.on sb::Nld protide TeJ.eport. rith Be'Y'Ual a<!vII:l'eage.: 1) J)rO(l(Jen
~lepoq:tr8 network cove~,. 2} reclUae ~ c2apeDcfsncy on i»Cu#'btnt LBCs
for locu access. 3) 1Dc:'reue ti:ll'le to new maz:ic:at.s I ~ ) lower C$pitc11
~t&~ ;act;wQ:t"k conatru.otiOQ, ~ 5} provide greKer ~~t:lon
in existing raark&ts.

Solid f'iAatlci~l ~itiOD:. ooneixmes eo s1q)pOrt high capex requ.1:r:O'lnU.\ta
- Teleport bas: ODe of the best fJ..D.imc11l1 positions in t:.lu! sector.. giving
it eignlficant cClq)etU:.i~ad~ ove:t: its ~ers. Taleport is the only
CL'BC Vith pasltive DITDA. ud an .I'mA l'8'll"el tbae OOVt!lrs cash interest
e~se:. At. the eDd of 20/9'7. t:be~ had ~70 milUQG Of C8$b. on
ham.! SlId had a c<XQbinea debt aDd equity eapitalizatio.o. of $l,aa~ mi1lion._
Tel.eport ~1.$C> rlIit~ly hlcreased. i1:s bank facility to $400 ~lliQC frOftt
$250 =l1iOQ. ~ bank line ....... obtained usi:Dg Teleport"s New Yo~

operatiou. The IilIv York operation, which 15 tbe ~'S t'lavwhip
__"""'ket; i$ eurrently posi!:.i'V* S,n Ji'BI"J."DA, ~ilt.1n9 i:K:ClCNtr -.c! 6a~,
era l.e expeet.ed to tU%D free C&8h flow positive Oy- the end of 1."7. The
... YOJ:)t open.t$.OI:t ~ted tor about: 35% of Taleport· II: tota.l revem1eS in
20/97.. dcvn free S2~ in 2Q/96 _ TtI6 10lfer percentage reflectlJ tbe
increas1DSly diverse ge~apb1e~ of cbe company. Such« solid
~5.nan.cJ.&l pct:$.U.QC $u;pport.8 ebe ~y's ~&sive <:apeX pl.im&.
~ reiUtrtttfld that: capital~ would be about $$00 milliOl2 in
1997 and $500-600 ftdllion in 1998 _ RQUghly 6o:t of thftle UlCJUl)%C 'WOuld be
sucoess-bued, with tbe remaining -tot deployed. l.U the ~:ion of both

- - Pn:ST CALI. - Oil <:::AU. --
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~c:becl aD4~ SH'ViQe$. 'fbe Qoarp&ny is expec:ted to II.dd fi'Wa
c;rit;.ciwe to 1t:1 cx15t1Dg 30 by &he end of t:he year an6 to add aboat. 1,000
X'OQCe lI1lesp ot f1:ber per year. In aMitioa, Teleport plana 1:0 a&1 eight
to 10 markets each year t.o itt; -.s,$eing 6-s lDliiIrkets. Mlmagement hapcs to
~~OV\J~ to a total of abaUc 100 1UIIrk.e~8.

F~ C&I.l Co::po:mt1C'Q - a.l.l tights reseXWld. 617/345-2500
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sba~ antitrust enforcement jurisdiction;; ~eDtedioUndframewolbJor" :';..~.,
have iaue4 Joint pidelmee; ..:":' .:;/ "....;.:, ,'~ 8iltitniit;enalya1elof.JDe1'IlU'i.',but that.~

Central'to the 1992 DepartnH!nt:tOf )"':'.;:; i~pmrem~~ i;:OuJd be ~~·tt?,.~necr
Justice and Federal Trade:Conuiiiai.ion " c. ·advailC:.es·Ut1.and econ~mic. ". , \'
Horizontal Mel1er Gui~lines~~ '"0''' ;'oi .:.;.": ..~.l'I'be~_ ~talMer8er>
recopition that sound merser·~.·,·· -i~:·:''''··.Gutdelines'.~~~'9bject,iv.ei-''
enforcement· is an eeaential coPl~.f:..' ,;.ndatso cl8rily certaiJl~ of the .~

. of our free enterprise syste~ benefittillg '..-Merger GUidelines that~ed JQ be ;
the competitivenea of American rums.".··· ainbiguous or were interpreted by' ..
.and the welfare of American consumers.' ~bserveniin 'ways that were, .. , ." ..)
Soundme~~ enforcement must pre~ent"lneoDsistent with the actUa):i»olicY of '.
anticompetitive meJ'&e!'S yetavoid agencies:.,,: ", ':. . -:.-- . .' : ".

. ' SUMMARY: This notice announces the deterring~ larger UDIV~of, . ·the 1992 HoriZODtal~er .<

. )'oint relea'se' by the Dep'artment and the procompetitive or competitively neutral· Gui'.:a.;.;1in ··d . t incl de" di" '. ,"'jTh 1992 H' tal M ' . '.'. uc e-. 0 no, U a .8CU8Ston,!!
Commission of the 1992 Horizontal ~~~~ i':npleme:t"::objec~:bY.~.ofho~.taletrects~~nOn-~~n~.

':MergerGuldeJineth updating Guidelines describing the analytical foundatio~of. meJ1en.t'.g·, eli~inati9D ~f.spedfjc; ~
iSllued by the Department on June 14, merger'enforcement and.providing: -.' . potenti~lentranta and competiti~."

. 1984,(published in the Federal Kepler guidance enabling the businea .. '.: . ·JJn.lblems from vertiC?81 JDeI1IeI'8). Nett
June 29, 1984.(49 FR 26823)) and the community to avoid antitrustproblems . agency bas changed its policy-with
Commission's 1982 Statement' when planning mergers. ..... . .:respect to non-horizontal mergers. . , .,

• Concerning Horizontal Mergers The Department rarst released Mel1er Specific guidance on non.horizontal~.)j
(reprinted in 4 Trade Reg. Rep. (CCH) Guidelines in 1968 in order to inform the mergers is provided in section -4 of the;
'13,2(0). The Guidelines have been busine8s community of the analysis : .: Department's 19M Meflll' Guidelbiefl,f~"
revised to clarify the Agencies' applied by the Department to mergers : read intbe context of today" revisi~:f.
enforcement policy concerning under the Federal antitrust laws. The· to the treatment of horizontal JDe11erli1)
horizontal mergers and acquisitions ~968 ~l1er GUi~elines eventually fell Anumber~ today', teVisions are •. ~~.
subject to section 7 of the Clayton Act, mto dtsuse, both Internally a.nd -. 1."""'.,')y" t--L':"'cal or etyU'-"- On.e ma")'
section 1 of the Sherman Act, or section II hidb -0- I'WJW .~
5 of the Federal Trade Commission Act. externa y, as ~ ey were ec Ipse , ., objective of the revislons'is to .
The Guidelines describe the an.alytical d~el~ments m legal and economIc ' streDathen the document a"an

thmklns about mergers. . . .. . . f . tb __,-_.
process that the Department and the In 1982, the Department .-eleased. analytIcal road~por . e CY.._ti
Commission will use indetennining . revised Merger Guidelines whiCh;' '.. ' .ofmeraers. ne laiIp8ae, therefore. ~';!'

. whether to challenge a horizontal reflecting those developments, departed . inteJtded t~ ..~~tral, with,
merger or acquisition. Publication of the dr.amatically from the 1968 version.' .·alteri.ng the burdens of proofor~"
Guidelines is intended to assist: Relative to th,e Department~s actual. '. '.. .of~D8 forward .. thoae~~,
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}~~uence of downstream. '. defmition to this point has assumed that nontranlitory 10crease 10 pnce, holding
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